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VETERAN’S ADMINISTRATION DUBIOUS 
CONTRACTING PRACTICES: SAVANNAH 


TUESDAY, MARCH 6, 2012 

U.S. House of Representatives, 

Committee on Veterans’ Affairs, 
Subcommittee on Oversight and Investigations, 

Washington, DC. 

The Committee met, pursuant to notice, at 12:03 p.m., in Room 
334, Cannon House Office Building, Hon. Bill Johnson, [Chairman 
of the Subcommittee] presiding. 

Present: Representatives Johnson, Donnelly, McNerney, and Bar- 
row. 


OPENING STATEMENT OF CHAIRMAN JOHNSON 

Mr. Johnson. Good morning. This hearing will come to order. I 
want to welcome everyone to today’s hearing on the VA’S Dubious 
Contracting Practices: Savannah. 

As this Subcommittee made clear to the VA in its invitation to 
this hearing, we are examining the proposed clinic in Savannah as 
a case study for the rest of the country. We have evidence of simi- 
lar dubious practices taking place at other locations, and our intent 
is to have the VA fix the problems and conduct necessary oversight 
at all of its construction sites. 

The problematic practices referred to in today’s hearing title 
have to do with the VA exceeding the size and scope of requested 
authorizations, conducting haphazard due diligence, and not being 
forthcoming about its actions to Congress. 

In fact, this Subcommittee contacted the VA last year with sev- 
eral specific concerns about this site in Savannah with the hopes 
of helping the VA conduct better business. The response was dis- 
heartening. Despite the specific concerns cited, the VA dismissed 
the Subcommittee’s efforts to reach out and work together, instead 
giving a cursory response. 

When the VA selects a site, such as Savannah, and requests a 
specific authorization from this Committee, it is reasonable to ex- 
pect that the VA intends to move forward toward those goals. As 
is the case with Savannah and many other sites around the coun- 
try, the VA’s actions have not matched its words. 

In its fiscal year 2013 budget request, the VA claims to use, and 
I quote, the best infrastructure planning practices from both the 
private and public sectors to integrate all capital investment plan- 
ning, end of quote. 


( 1 ) 
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It is my hope today, that today’s discussions elaborate on those 
best practices the VA says it uses, as well as best practices that 
it declines to use. 

The VA’s fiscal year 2009 budget request includes an authoriza- 
tion request of over $3 million for expansion of its Savannah 
CBOC, with an annual rent of over a million dollars. The fiscal 
year 2013 budget includes the same authorization amount and the 
same net usable square feet for what the VA refers to as a “sat- 
ellite outpatient clinic.” On the surface, things appear to be the 
same. 

However, in 2009, the VA issued a request for a proposal for nine 
to twelve acres in Savannah that could accommodate constructing 
an outpatient clinic. The difference between what the VA had pro- 
posed to Congress less than a year earlier and what it was moving 
forward with in the community was significant. 

Among the alternatives submitted in its fiscal year 2009 budget 
submission to Congress, the VA stated that constructing an out- 
patient clinic and I quote, burdens VA with additional owned infra- 
structure. 

Conversely, a November 2010 letter from Glenn Haggstrom, the 
VA’s Executive Director for Acquisition, Logistics, and Construc- 
tion, can’t say enough good things about the VA building new con- 
struction. 

Notwithstanding the lack of communication with Congress, the 
VA also stumbled through its acquisition process, using an incom- 
plete and careless appraisal process that according to many in- 
volved in commercial real estate lacks common sense. To veterans, 
taxpayers, and Congress, the resulting concern is that the VA is 
failing to get the best value. 

Based off the original fiscal year ‘09 budget request, the ex- 
panded Savannah clinic would be occupied in June of 2011. In the 
most recent budget request submitted just a few weeks ago, the 
status is listed as “acquisition process initiated.” 

As I mentioned earlier, this is not an isolated incident, and the 
veterans in need of services are the ones being harmed by delays, 
cost overruns, and failure to thoroughly analyze costs and the bene- 
fits associated with every alternative. 

I look forward to an honest discussion today on the VA’s method- 
ology, including mistakes and missteps. I further hope to hear solu- 
tions that can bring veterans in Savannah and throughout the 
country a timely delivery of health care services at the best value. 

I now recognize the Ranking Member for his opening statement. 

[The prepared statement of Bill Johnson appears on p. 19.] 

OPENING STATEMENT OF HON. JOE DONNELLY, RANKING 
DEMOCRATIC MEMBER 

Mr. Donnelly. Thank you, Chairman Johnson for holding this 
hearing. 

Today’s hearing will explore, in detail, issues surrounding the 
major medical facility lease for expanding the community-based 
outpatient clinic in Savannah, Georgia. By closely looking at one 
such facility, it will help us get a clear picture of how this vital pro- 
gram is currently operating. 
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Beginning with last year’s budget submission, the VA’s construc- 
tion and leasing decisions are made under the VA’s Strategic Cap- 
ital Investment Planning process. Lease projects are an important 
component of the VA’s effort to modernize its health care delivery 
system and provide greater access for our veterans. 

Because of its importance for the provision of quality health care, 
it is essential that the lease process be as quick, fair, and trans- 
parent as possible. This includes keeping Congress informed of im- 
portant decisions and making sure that taxpayer dollars are spent 
as wisely as possible. 

The VA sought congressional authorization for the Savannah, 
Georgia clinic in its FY 2009 budget submission. This authority, for 
a clinic with 38,900 net usable square feet at a cost of $3.2 million, 
was provided in October 2008. 

Some time after this authorization, the VA expanded the project 
and is now seeking to lease a clinic with a maximum net usable 
square footage of 55,193. The VA has not notified Congress or 
sought additional authorization. And in addition, construction is 
now going forward at this time, although it was authorized in 2008. 

The clinic in Savannah is a project that we continue to work on, 
and in addition to exploring how and why VA feels it has the au- 
thority to move forward on projects with a larger scope than au- 
thorized, I am hopeful we will get a better idea as to the time 
frame, not only — for all of these projects. 

I look forward to hearing from our witnesses and getting a better 
understanding how the lease program operates, as well as explor- 
ing possible changes to the program that may be necessary to en- 
sure that VA and Congress are working together, and that the 
process from identifying leasing opportunities up to the ribbon-cut- 
ting ceremonies is fair, fast, economical, transparent and efficient. 
Thank you and I yield back. 

[The prepared statement of Joe Donnelly appears on p. 20.] 

Mr. Johnson. I thank the gentleman for yielding back. I would 
now like to welcome the panel to the witness table, and I see 
they’re already assembled. On this panel, we will hear from Robert 
Neary, Acting Executive Director of the Office of Construction and 
Facilities Management at the Department of Veterans Affairs. He 
is accompanied by George Szwarcman, Director of Real Property 
Services at the Department of Veterans Affairs, and Brandi Fate, 
Director of Capital Asset Management and Support in the Veterans 
Health Administration. 

Mr. Neary, you’re now recognized for your testimony. 

STATEMENT OF ROBERT L. NEARY, ACTING EXECUTIVE DI- 
RECTOR, OFFICE OF CONSTRUCTION AND FACILITIES MAN- 
AGEMENT, ACCOMPANIED BY GEORGE SZWARCMAN, DIREC- 
TOR, REAL PROPERTY SERVICES; BRANDI FATE, DIRECTOR, 

CAPITAL ASSET MANAGEMENT AND SUPPORT 

STATEMENT OF ROBERT L. NEARY 

Mr. Neary. Thank you, Chairman Johnson and Ranking Member 
Donnelly, and Members of the Subcommittee. 
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I appreciate the opportunity to testify on the Department of Vet- 
erans Affairs’ contracting practices for our leasing and specifically 
the Savannah, Georgia clinic. 

You’ve introduced my colleagues, I would ask that my complete 
written statement be included in the hearing record. 

First, I would like to thank the Members of the Committee for 
bringing a discrepancy within VA’s 2010 appraisal of the site se- 
lected in Savannah to VA’s attention, and allowing me to testify on 
the subject. I will begin by providing this committee the most cur- 
rent information on VA’s actions concerning this matter. 

In response to a series of questions from the Subcommittee in 
December of 2011, VA provided incorrect data regarding the size of 
a comparable property that was used within the appraisal for the 
selected site of the relocated clinic. Instead of correctly referencing 
a comparable property of 46.85 acres, VA’s certified appraiser be- 
lieved this comparable sale referenced a 16.85 acre location. VA 
provided this data based on confirmation in December 2011 from 
the appraiser, that he had performed appropriate due diligence re- 
garding comparable properties for VA’s appraisal of the selected 
site. 

VA has since conducted further research, that reveals the source 
of the inaccurate information, which was based on a discrepancy 
between the records of Chatham County, Georgia and the recorded 
deed for the comparable property. 

Since learning of the discrepancy, VA immediately requested 
that its appraiser revise his appraisal and provided an update to 
the Subcommittee on March 2nd, acknowledging the error. 

VA is also contracting for — with another certified appraiser to re- 
view the initial appraisal, and provide a determination regarding 
the fair market value of VA’s selected site as of the spring of 2010, 
as well as providing a new appraisal that reflects the current land 
value of the site. 

We will review all the appraisal reports concerning the selected 
site in Savannah in order to determine what appropriate corrective 
measures should be taken. 

I would like to assure the Subcommittee that VA only uses ap- 
praisers who maintain appropriate licensure and accreditation, and 
are experienced with the requirements of the Uniform Appraisal 
Standards for Federal Land Acquisition. 

I would again like to thank the Subcommittee for drawing VA’s 
attention to the discrepancy and apologize for VA’s delay in uncov- 
ering the facts. And additionally, provide assurance that responses 
to future inquiries will be more thoroughly investigated. 

I’d also like to take this opportunity to provide an update on the 
delivery of the Savannah clinic, and provide information on VA’s 
leasing program in general. 

Leasing is an essential tool utilized by VA to provide high quality 
facilities to serve our Nation’s veterans. VA currently leases ap- 
proximately 13.4 million square feet of medical space in support of 
the health care system that serves veterans. 

The lease for the first Savannah clinic was entered into in 1991 
and was set to expire in 2011. Due to the expiration of the 20-year 
existing lease, which is VA’s maximum authority, and due to the 
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growing demand for health care services, VA determined that a 
new lease for Savannah was required. 

It is important to note VA continues operations at the current fa- 
cility through a succeeding lease, to maintain continuity and vet- 
eran care until a new space is procured and activated. 

In fiscal year, Congress authorized $3,168,000 for a new 38,900 
square feet clinic. However, in 2009, the Charleston VA Medical 
Center, Savannah’s parent facility, raised its request to over 55,000 
square feet, based on an increased projection in veteran patient 
workload, the need for enhanced mental health, optometry, and ra- 
diology services, and the addition of audiology services, to provide 
additional health care resources for Savannah veterans. 

For large leases such as this, VA typically uses a two-step proc- 
ess for obtaining built-to-suit lease based medical facility. Step one 
is advertising and selecting a site, and obtaining an assignable op- 
tion to purchase. Step two is conducting a best value procurement 
for a developer to design and build the facility. 

VA is currently near the end of the two step process and evalu- 
ating final proposals from developers occurred in December. Based 
on updated space requirements, the current market base pricing for 
the 55,000 net usable square foot facility, indicates a cost that ex- 
ceeds by more than 10 percent the amount authorized by Congress 
in 2009. 

Once we have resolved the issue with the appraisal, and in ac- 
cordance with 38 U.S.C. 8104(c), VA will submit a notice to the 
Committees of VA’s intent to proceed with the lease. 

We look forward to completion of the facility and to providing en- 
hanced care to veterans in Savannah, and I look forward to an- 
swering any questions the Subcommittee has regarding the Savan- 
nah lease procurement or other aspects of VA’s leasing programs. 
Thank you, Mr. Chairman. 

[The prepared statement of Robert Neary appears on p. 21.] 

Mr. Johnson. Thank you, Mr. Neary, for your testimony. We’ll 
now begin with the questioning and I’ll begin. 

The VA clearly indicates in a letter from Secretary Gould on the 
24th of November 2010, that they automatically go to the two-step 
acquisition process, which by definition, precludes evaluation of ex- 
isting lease space as an option, for all leases greater than 20,000 
square feet. 

Does VA presume that this authorizes them to bypass the re- 
quirements of Federal Acquisition Regulations in 38 U.S.C. Section 
8104(b)? 

Mr. Neary. No, sir, we do not presume that we’ve got authority 
to violate either Title 38 or the Federal Acquisition Regulations. 

Mr. Johnson. Why did the three annual lease status report sub- 
mitted to Congress since 2009 continue to repeat the original au- 
thorization amounts, when the VA clearly knew their efforts were 
not consistent with the Congressional limits? 

Mr. Neary. Sir, I think our current process for the past several 
years has been to notify the Congress, or to notify the Committees 
on Veterans Affairs when we are planning to enter into a lease 
that exceeds what was authorized by greater than 10 percent. And 
our practice has been to do that after we have received market 
based pricing based on our procurement. 
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Now, in this case, significant time has passed since the original 
authorization. But that’s the reason that we have not notified the 
Committee. We’re waiting for price proposals to be received 
through competition. 

Mr. Johnson. Okay. I’d like to point out that the Green Bay 
Clinic is a similar scenario. The FY’09 budget authority request 
was for 70,600 square feet, $2,008,000 annual rent and $3,883,000 
initial payment. Total budget authorized over 20 years was 
44,000 — I’m sorry, 44,043,000. 

As recently as to the 2012 submission to Congress, the VA has 
indicated in the lease status report that Green Bay lease was not 
changed from FY’09 authorization request; however, SFO VA-101- 
09-RP-0200 issued 6/24/09 was for 161,525 square feet, 228 per- 
cent higher than authorized. And news reports indicate that the 
Green Bay lease has now been awarded. 

Let me ask you another question, has the VA already paid ap- 
proximately 100,000 or so for a purchase option on the land in Sa- 
vannah? 

Mr. Neary. That’s correct, Mr. Chairman. 

Mr. Johnson. Under what authority does VA purchase an option 
to buy real property? 

Mr. Neary. I’d like to ask Mr. Szwarcman to answer that. 

Mr. Szwarcman. Thank you, Mr. Neary, thank you, Mr. Chair- 
man. 

VA, according to a decision or an opinion by the Office of General 
Counsel, VA does have authority to purchase options, to purchase 
real property. The only distinction I would make in this case is that 
VA is purchasing an option for an assignable option, or I should 
say, yeah, purchases an option to buy that property which will be 
assigned to the eventual developer. So it is never really the intent 
of VA to acquire a piece of property such as in Savannah for VA 
to own. 

Mr. Johnson. You know, the — I think the operative word here 
is to purchase an option. The red book makes it clear that agencies 
need a specific statutory authority to purchase an option. This is 
a separate authority than the authority to buy real property out 
right. 

I can refer you to that, to the red book. A quick search of VA’s 
authorities do not provide an authority for their action. So I’m a 
little bit lost with that. 

There’s a difference between purchasing an option and pur- 
chasing property out right. Has the VA obligated itself to purchase 
the land? 

Mr. Neary. No, sir, we’ve not. We 

Mr. Johnson. And if the land is not purchased, will VA get any 
of that money back? 

Mr. Neary. No, sir. 

Mr. Johnson. So that’s taxpayer dollars down the drain? 

Mr. Neary. If a decision were made not to acquire that site, then 
money would be lost, yes. 

Mr. Johnson. Okay. Why did VA ask for money to expand while 
simultaneously planning to build a new facility well over the au- 
thorized project limit? 

Mr. Neary. Sir, I’m not sure I understand the question. 
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Mr. Johnson. It’s a simple question. Why? 

Mr. N EARY. We asked for authority to enter into a new lease, 
which would be an expanded lease, correct. 

Mr. Johnson. An expansion of the current facility? 

Mr. Neary. Not the expansion of the current facility, an expan- 
sion of space within Savannah. It was our conclusion as the plan- 
ning process proceeded, that the existing facility could not be effec- 
tively expanded to meet VA’s requirement, while VA continued to 
operate a clinic there. 

Mr. Johnson. But all the while, planning instead to build a new 
facility well over the authorized limit that was in the expansion, 
correct? 

Mr. Neary. We have planned to provide space in excess of the 
authorized limit, and in accordance with the provision in Title 38 
and long standing practice, we communicate that via notification 
letter to the Committee. 

Mr. Johnson. I’ll have another round of questions, but I’ll yield 
now to the Ranking Member for his questions. 

Mr. Donnelly. Thank you, Mr. Chairman. 

In regards to the Savannah project, there was a 3 year delay, 
what would you attribute that to primarily? And do these delays 
almost automatically come about because of the way the process is 
designed at this time? 

Mr. Neary. No, sir, I don’t believe that this is a common prac- 
tice. In Savannah, we encountered three hurdles that contributed 
to the delay. 

The first, once the project was authorized in 2008, it became evi- 
dent locally and to the Veteran’s Health Administration, that the 
number of veterans who would be using the facility was growing, 
and that additional services will be needed. And there was a period 
of time spent in validating the space requirement, determining 
what would be the appropriate space requirement. So that was 
number one. 

Number two, we initially selected a site and the land owner of 
that site, after extensive negotiations, concluded that they were not 
willing to sell the site to the government. 

And number three, we had an architectural and engineering firm 
under contract to support us in the development of the early de- 
sign. Unfortunately, that firm was not performing up to what we 
considered acceptable standards, and it was necessary to bring in 
a second firm to prepare the design. 

So those three items, validating the requirement, of moving to 
site number — choice number two, and negotiating the agreement, 
and retaining a second AE were major contributing factors to 
delay. 

Mr. Donnelly. When and do you plan to seek additional author- 
ization for the Savannah facility and the other facilities where the 
size, the scope, et cetera, is significantly increased? 

Mr. Neary. Sir, by agreement with the Committees over time, a 
notification letter as opposed to a new authorization by law is the 
process to have that communication and advise the Committees of 
our intentions. 



8 


And once we have resolved the issue that’s arisen because of the 
erroneous appraisal, the Department would expect to submit such 
notification to the Committees, advising of what our intentions are. 

Mr. Donnelly. Okay. And this facility is becoming significantly 
larger in size. How do you plan to fund the increase in costs on 
this? 

Mr. Neary. I’ll ask Ms. Fate to answer that question. 

Ms. Fate. Thank you, sir. The — with the existing clinic, the 
funding for the existing lease is within our current base of the 
funding that we have in our medical facilities. And the increase is 
planned to be absorbed in our request for an increase in 2014 ap- 
propriation. 

Mr. Donnelly. And then we would also like to get a copy of the 
General Counsel’s opinion as well. 

Mr. Neary. Yes, sir. 

Mr. Donnelly. Thank you very much. Thank you, Mr. Chair- 
man. 

Mr. Johnson. I thank the gentleman for yielding. We’ll now go 
to Mr. McNerney. 

Mr. McNerney. Thank you, Mr. Chairman. 

Mr. Neary, a recent Inspector General audit of the VA’s en- 
hanced use lease authority stated that the program needs improve- 
ments. One of the items mentioned is that there were often delays 
in executing lease programs. Can you provide an example or two 
of the delays why they have occurred, and how the VA is working 
to prevent that from happening in the future? 

Mr. Neary. Certainly, sir. With respect to the enhanced use leas- 
ing program, I’m not intimately involved in that program and 
would be unable to comment on that. But in terms of the more tra- 
ditional leases that my office is responsible for, as I mentioned 
the — in the case of Savannah, the need to revalidate and consider 
increasing the space contributed to the delay, one of the things that 
the Department has seen, as you well know in recent years, is 
many more veterans coming to the VA, and also a decision by the 
health care system to provide more sophisticated medical services 
in some of these clinics, in some of these larger clinics. 

And so I think that as an example of delay, the need to validate 
and make sure we’re getting it right in terms of the space that we 
would provide is one of the things that contributed to this delay 
and has contributed to some others. 

Mr. McNerney. Do you have another example in mind? 

Mr. Neary. We, on occasion, get into more protracted negotia- 
tions with land owners. Sometimes we have a difficulty finding an 
adequate site in some areas, particularly in urban areas where we 
would want to have a clinic located near the population centers for 
easier access by veterans. And often times, it’s difficult to identify 
property and reach a satisfactory negotiation with land owners. 

So identifying and an agreement on the site could contribute to 
delay as well. 

Mr. McNerney. I’ve been a little frustrated with a project in my 
district at the French Camp facility and the delay that it’s taken 
so long to get that identified, and now get started. Can you give 
me some concrete hope on when we might move forward on that 
facility? 
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Mr. Neary. Certainly, sir. That facility and the second clinic is 
an important priority for the VA. If I could just take a second and 
look something up here. 

We have retained an architectural firm to begin the design. I 
think as you know, we’ve been funded $55.4 million in the budget 
for this fiscal year, fiscal year 2012, awarded a design contract, and 
we are moving forward to begin the design. We have completed the 
acquisition of both the French Camp and the second site that’s as- 
sociated with that initiative. 

Mr. McNerney. So we’ll break ground within a year? 

Mr. Neary. Sir, the breaking of ground will be dependent upon 
when we receive construction funding. The funding is not in the 
2013 budget. It, along with other initiatives, will be a consideration 
as we build the 2014 budget, and we’ll be positioned to break 
ground as soon as we have construction funding available. 

Mr. McNerney. Well, would you agree that the IG report that 
I referred to earlier highlights serious flaws within the VA’s goal 
to end veteran homelessness? 

Mr. Neary. Sir, I’m not able to comment on the VA’s homeless 
program and the enhanced use. Ms. Fate, would you have — or pro- 
vide for the record. 

Ms. Fate. Thank you, sir. We’d like to provide for the record the 
questions that you have for the homeless. 

Mr. McNerney. Okay. Thank you, I’ll yield. 

Mr. Johnson. I thank the gentleman for yielding back. I will 
now go to my colleague, Mr. Barrow. 

Mr. Barrow. Thank you, Mr. Chairman. 

Mr. Neary, thank you for being here today. Just a couple of mat- 
ters, and then I want to yield the balance of my time to the chair- 
man in the interest of continuity and the questions he was fol- 
lowing up on. 

First at the outset, there’s standard language in the appropria- 
tions bills that we pass, to the effect that, and I want to quote the 
most recent one, “The scope of work for a project included in ‘con- 
struction major projects’ may not be increased above the scope 
specified for that project and the original justification date provided 
to the Congress as part of this request for appropriations.” 

Meaning anything like that, that applies specifically to the facil- 
ity leasing program, the major facility leasing program, in your 
opinion, would it be a useful thing for us to do to include in appro- 
priations language a similar limitation on projects that are in- 
cluded in the major leasing — major facility leasing program, either 
in the Appropriations Act that we enact from year-to-year, or in 
general legislation in Title 38? Would that be a good idea? 

Mr. Neary. Sir, in my opinion, it is my opinion not as a Depart- 
ment, but I think we and the Committee need to work together to 
ensure that when an appropriate change is necessary it can be im- 
plemented effectively and efficiently. 

One of my concerns about requiring an entire new authorization 
is that it could — that act could result in a potentially 1 year delay 
in that initiative. But I certainly agree that we need to have effec- 
tive communications with the Committee, and if the Congress were 
to choose to implement that, we’d obviously follow that guidance. 
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Mr. Barrow. Thank you. As somebody who represents both the 
City of Savannah and Augusta, I can tell you that the folks right 
up the road in Statesboro, Georgia regard Augusta as their parent 
facility. It’s right down the road. Savannah looks to Charleston as 
its parent facility. 

I gather that by, you know, 15 minutes or so, a difference in 
drive, but I can tell you as someone who’s driven both directions, 
it’s a much easier drive up to Augusta than it is over to Charleston. 
And folks feel a stronger pull in the direction of the river to a prin- 
cipal city in their own state, than they do a principal city else- 
where. 

What all is involved in transferring a CBOC like the one in Sa- 
vannah from its nearest parent facility like in Charleston to a more 
effective parent facility right up the road in their own state? What 
all is involved in something like that? 

Mr. Neary. Ms. Fate, would you answer that? 

Ms. Fate. Thank you for the question. It’s a — the demographics 
of where the boundaries are for all the parent facilities across the 
country are based on where veterans live. And it’s a very sophisti- 
cated complex mapping of where each parent facility is mapping to 
their — every CBOC that they have that they support. 

We can get you the specifics of why Charleston supports Savan- 
nah, as opposed to Augusta supporting Savannah, and take that for 
the record 

Mr. Barrow. I only want the 

Ms. Fate [continuing]. To get you 

Mr. Barrow [continuing]. Parent facility that’s most conducive to 
the needs of the veterans in the Savannah area, that’s all. But I 
can tell you there’s a lot more sense of pull in one direction than 
there is another, and a whole lot less difficulty in getting from one 
to the other from personal experience. 

With that, Mr. Chairman, I want — in the interest of continuity, 
I want to yield the balance of my time to the Chairman, so he can 
follow up with the line of questions he was engaged in before. 
Thank you, Mr. Chairman. 

Mr. Johnson. I thank my colleague for yielding. 

Did — Mr. Neary, did the VA submit a report to Congress on their 
detailed plan to construct a new facility in Savannah and provide 
a cost benefit analysis of new versus expansion of the existing facil- 
ity? 

Mr. Neary. A cost benefit analysis was conducted. I’m not sure 
if that was provided to the Congress or not. We could check on 
that. 

Mr. Johnson. Was a detailed plan submitted? 

Mr. Neary. A prospectus was submitted at the time that would 
outline what the plan was, yes, sir. 

Mr. Johnson. Okay. Under — and we acknowledged just a few 
minutes ago, you said the VA is not exempt from Title 38 U.S.C. 
Section 8104(b). Under that provision, the Secretary must submit 
to each committee on the same day, a prospectus of the proposed 
medical facility including a detailed cost-benefit analysis comparing 
total cost of new construction versus utilization of existed or ex- 
panded lease space. 

Do you have a copy of your cost benefit analysis with you? 
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Mr. Neary. No, sir, I do not. 

Mr. Johnson. I do, Mr. Neary. That’s it. One page. 8104(b) re- 
quires a detailed cost benefit analysis. Here is a cost benefit anal- 
ysis of a similar size and cost project for the Martin Luther King 
Memorial Library. It’s over a quarter of an inch thick with detail, 
the operative word is detailed, not an executive summary, but a de- 
tailed cost benefit analysis. So I would submit to you, that the VA 
did not submit a detailed cost benefit analysis as required by Sec- 
tion 8104(b). 

Approximately how many real estate firms or brokers does the 
VA use to assist in its leasing and site acquisitions such as with 
Public Properties, LLC in Savannah? 

Mr. Neary. I’ll ask Mr. Szwarcman to answer that question. 

Mr. Szwarcman. Yes, thank you. We use approximately six na- 
tional firms to perform brokerage and/or consulting services related 
to real estate acquisitions and/or leases. 

Mr. Johnson. How much of that is the VA qualified to do inter- 
nally? 

Mr. Szwarcman. I believe that VA is qualified to do most of that 
activity internally. The issue, however, being resources. 

Mr. Johnson. What’s the cost of the brokerage fee to these 
firms? 

Mr. Szwarcman. The brokerage fee is dependent upon a case-by- 
case basis. The contracts call for a maximum of a 3 percent com- 
mission that’s to be paid by the lessor. It’s — I don’t know what the 
percentages are, Mr. Chairman, but I would say at least 50 percent 
of the times we negotiate a percentage that is significantly lower 
than 3 percent. 

Mr. Johnson. Approximately how much does the VA pay annu- 
ally to these firms for services such as this? 

Mr. Szwarcman. I believe the answer is zero. 

Mr. Johnson. Well then the Federal Government would be ac- 
cepting a gift, which is illegal. So . . . 

Mr. Szwarcman. I believe that this is an indefinite quality con- 
tract that is based solely on brokerage commission. 

Mr. Johnson. But 

Mr. Szwarcman. Now, when we do consulting services through 
these brokerage firms as we sometimes do, we do have the option 
and do pay them on an hourly or task basis. 

Mr. Johnson. So again, then how much annually do you pay? 

Mr. Szwarcman. I don’t have that figure right now, but I can 
take it for the record, it will depend on how 

Mr. Johnson. Please. I would appreciate 

Mr. Szwarcman [continuing]. Many tasks we have asked. 

Mr. Johnson. Yeah. I’d appreciate it if you’d get that back. 

What are the specific services that these brokers provide? 

Mr. Szwarcman. The brokers will provide a variety of services 
including acquiring or commissioning for appraisals with us or 
other due diligence functions. Basically, things that are associated 
with our due diligence and/or procurement of real estate assets. 

Mr. Johnson. Are these things that contracting officers could 
provide? 

Mr. Szwarcman. Well, ultimately, the contracting officer is re- 
sponsible for committing the government. The contractors, brokers, 
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and entities of that sort have absolutely no authority to commit the 
government. 

Mr. Johnson. Wait a minute, say that again, I’m sorry. 

Mr. Szwarcman. The brokers and/or contractors have absolutely 
no authority to commit the government. So basically any of the 
tasks that we assign to the contractors ultimately have to be re- 
viewed by staff in-house, and ultimately the commitment of funds 
can only be done by VA employed FAC-C certified contracting offi- 
cer. 

Mr. Johnson. Okay. So back to the beginning of this series of 
questions, we’ve got services being performed by brokerage firms, 
from which you’ve acknowledged that most of those services could 
be performed by VA employees, contracting officers and such, cor- 
rect? 

Mr. Szwarcman. It’s conceivable that most of those services 
could be provided by VA employees; however, there are a lot of tal- 
ents and specific knowledge that the brokers bring to the real es- 
tate market. 

Mr. Johnson. Then why are we paying for five brokerage firms, 
five or six, I think the number you said was about six, to perform 
work that VA employees are being paid to perform? 

Mr. Szwarcman. Mr. Chairman, I think that the brokers are 
really utilized more in the sense of assisting us with a national pro- 
gram to essentially provide us with local expertise whether it’s 
through market surveys or through other types of real estate re- 
lated functions that sitting in Washington in central office, our 
staff my not have the best up-to-date knowledge. 

Mr. Johnson. Well, in the VA’s testimony regarding the two step 
process for larger leases, specifically it talks about a market survey 
team of VA employees with experience in different fields. 

So I find it hard to believe that there’s that much experience that 
brokerage firms are bringing to the table that a market survey 
team of VA employees with experience in different fields would not 
be bringing to bear. It seems to me like we’re paying taxpayer dol- 
lars irresponsibly for services. 

Mr. Szwarcman. Sir, the way our two step process works, is that 
before we initiate any of our lease actions specifically the two step 
type lease actions, what we would do is we would task the broker 
to survey the market area and see what is generally available in 
the market. 

Based on that information, what we do then is we issue an ad- 
vertisement in the Commerce — in the FedBizOp, along with the 
local newspapers. And after we get replies from specific interested 
parties, who may have land for sale, it is at that time that we get 
together a VA internal market survey team, and that team goes 
out and looks and evaluates each specific site that is under consid- 
eration. 

The broker’s function in that instance is largely that of making 
a determination what’s available, what are the prospects, how 
much land, how many parcels are listed on the market currently. 
So that we know we’re basically in the right area. And we also use 
that information to establish our delineated area by which we will 
advertise for interest. 



13 


Mr. Johnson. Okay. I think I’ve consumed the beginning of a 
second round already, so I’m going to yield to my colleague, Mr. 
Barrow. 

Mr. Barrow. Thank you, Chairman. No, you’re the Chairman, go 
right ahead. 

I want to get a better idea than I have at present of the role that 
this Charleston VA facility had in both the initial proposal and in 
the upgrade, the decision to increase the size of the facility. 

How would you compare and contrast Charleston’s VA’s input 
into each of those two decisions, both the initial proposal and the 
decision to enhance? 

Mr. Neary. Assuming that Charleston was the parent facility at 
the time, and I think that they were, they would have been the 
initiator of the original proposal, would have been reviewed by 
their veteran service — veteran integrated service network, the su- 
pervisory chain of command and come forward to the Washington 
central office for consideration. 

Then the Charleston facility would have also recognized and 
come forward with their proposal to expand the size of the planned 
clinic, based on the veteran population or veteran users that are 
going to be coming to VA growing, and their proposal to increase 
some of the services that would be provided, so. 

Mr. Barrow. Yeah, I want to parse the difference between those 
two, increase in the number of patients, of customers on the one 
hand, and the increase in the number and variety of services being 
provided on the other. 

Because first off, I commend y’all for trying to make services 
available as and when needed, and to expand the range of services 
available. I just wanted to distinguish between those two in this 
case. 

Because in 2009, if I understand correctly, when the decision was 
made to expand the facility in Savannah, the patient workload was 
actually projected to go down over time, the figures that we’ve been 
provided, saying that in 2009 VA’s estimate of the patient popu- 
lation, the veteran population in the area covered by the Savannah 
was going to go from 56,250 in 2005 to an estimated 47,940 in 
2015, to a projected 43,057 in 2025. So there’s a steady decrease 
in the number of patients. 

And yet, also I understand that the services that can be provided 
at the CBOC are going to be much more expansive, it’s going to 
cover not just an increase in workload but mental health services, 
optometry, audiology, radiology, new physical security require- 
ments, the PACT initiative, all of that stuff was going to be added 
to what’s available at the Savannah. 

Am I correct in understanding that that’s the nature of the serv- 
ice, the level of service that was going to be expanded to there? 

Ms. Fate. Yes, sir, that’s correct. 

Mr. Barrow. So how much of the increase in the square footage 
and the size of the physical facility there is attributable to the in- 
crease in services, as opposed to the increase in the number of pa- 
tients? 

Ms. Fate. We can get you that specific information. 

Mr. Barrow. It looks like it’s going to be all of it because it’s 
looks like a projected decrease in the number of patients. 
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Ms. Fate. Well, there was a projected decrease in the number of 
patients, that’s correct; however, it was always an increase in the 
projected workload demand. And so every unique has its own work- 
load and the services that we can expect for every veteran. 

And so while it was projected to go down back then when the 
original submission came in, the projected ambulatory stops for pri- 
mary care and specialty was planned to increase by 92 percent. 

And so just for those services that were going to be included in 
the original submission, and subsequent to then, based on projected 
workload models that have been updated since that time, the pro- 
jections increased even 30 percent more for just those same serv- 
ices for primary care, as well as mental health. 

Mr. Barrow. Again, this is something I think we want to com- 
mend, and we want to support in every way we can. I’m going to 
put in another plug, though, for the idea of directing folks in Sa- 
vannah up to Augusta. It’s a whole lot easier drive. It’s a real hard 
slog to get from Savannah to Charleston. You can ask General 
Sherman what it was like. 

It’s not that much easier today than it was back then. Thank you 
very much. I yield back. 

Mr. Johnson. I thank the gentleman for yielding back. For clari- 
fication purposes, VA leases are paid from the medical facilities ac- 
count, correct? 

Mr. Neary. Yes, sir, that’s correct. 

Mr. Johnson. In the FY 2013 budget submission and prior sub- 
missions, VA includes a prospectus on each major medical facility 
lease for which it is requesting congressional authorization. The 
prospectus also includes what appears to be an appropriation re- 
quest which tracks the authorization request. For FY 2013, the 
total request for all leases is 103 million. 

Does the FY 2013 appropriations request for medical facilities in- 
clude the 103 million for the lease authorizations? 

Mr. Neary. Ms. Fate. 

Ms. Fate. Thank you, sir. While the prospectus provides the au- 
thorization request, the appropriation for these major leases is 
managed at a more aggregate level. And so we do not have specific 
appropriation for leases like we would for our major construction 
projects. 

Mr. Johnson. But is that 103 million included in that aggregate? 

Ms. Fate. Well, the — according to the prospectus where the 
schedule shows for these leases, they plan to be awarded in 2014 
for all of these leases. And so the budget appropriation request that 
requests for the 2014 would include those leases, not for the 2013. 
The 2013 includes leases that are currently ongoing, as well as 
any — the new ones that we have coming online that would be obli- 
gated in requiring 2013 funds. 

Mr. Johnson. Okay. What is the — what are the updated demo- 
graphic data that the VA used to go from 38,900 square feet up to 
55,193 in Savannah and from 70,600 up to 161,525 square feet in 
Green Bay? 

Ms. Fate. Well, for — sir, for Green Bay, we’re going to have to 
take for the record and get back to you. 

For the demographics that we anticipate for the workload projec- 
tions, we only have the projected workload and the projected work- 
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load going from the most updated 2010 base line of 43,000, in the 
next 10 years, increases 31 percent, just for the ambulatory and 
mental health care stops, to be projected for the Savannah clinic. 

Mr. Johnson. Is that — are those services that you’re not per- 
forming today? 

Ms. Fate. No. We are performing services either at the parent 
facility or at the Savannah facility. 

Mr. Johnson. How can you have that big of an increase in serv- 
ices provided when you’ve got a 23 percent decline in population? 
How — I’m having trouble making the connection. 

You say you’re providing the services today, and yet you see a 
23 percent decline in population. How is the workload going to go 
up that much, that’s going to require nearly a — looks like a 17,000 
addition to the original estimate? 

Ms. Fate. And again, that is for over a 10 year period, so we 
don’t — we won’t see it in 2012 or ’13 per se, but we would see it 
in the next 10 years. 

It’s based on our actuarial model and assumptions made when 
the planning horizon for the next 10 to 20 years. And so we can 
get you — what the assumptions were that were loaded into the 
model to provide our actuarial results. 

Mr. Johnson. Can you get us that? That’s some of the kind of 
information that would go into a detailed cost benefit analysis. 

Does the contract for Savannah include the local tax breaks asso- 
ciated with a Federal building? 

Mr. Szwarcman. I’m sorry, Mr. Chairman, it does not. 

Mr. Johnson. Okay. Does the projected VA lease in Savannah 
include utilities? 

Mr. Szwarcman. The projected lease amount is an unserviced 
amount that we are quoting, so the answer is no. 

Mr. Johnson. What is the projected size of the new VA clinic in 
Savannah and the best estimate of the total lease cost over 20 
years for the new project? 

Mr. Neary. We are in the middle of the negotiation and the pro- 
curement phase with proposers, so it would be inappropriate for me 
to state here on the record, sir, what we think the price will be. 
But I can say that it will approach $2 million per year. 

Mr. Johnson. Can you take that back and confirm it? 

Mr. Neary. I certainly can. 

Mr. Johnson. Okay. Thank you. Another item that could’ve been 
or might’ve been included in a detailed cost benefit analysis is 
some of the alternatives to expansion. Why isn’t the VA simply ex- 
panding the clinic’s hours to more effectively use the existing cap- 
ital investment like the private sector does before making new cap- 
ital investments? 

Mr. Neary. In this case, we entered into a lease for the current 
facility for 20 years, that’s the maximum authority that the De- 
partment has. In order to continue on in that building should we 
have chosen to do so, it would need to be reacquired through a 
competitive procurement. 

I think I mentioned earlier that it would be very difficult to ex- 
pand and modernize that building while the clinic continued to op- 
erate. 



16 


Mr. Johnson. That’s not the question. The question was, why 
not expand — Ms. Fate talked about the need for increased service 
workload. Why not expand the hours that the service providers 
work, rather than expanding the physical facility? 

Mr. N EARY. You want to comment on it? 

Ms. Fate. Thank you, sir. I’ll try and attempt to answer that. 
The — we’re not certain — I mean, I’m not certain whether or not the 
clinic has expanded hours right now or whether or not it was — we 
can take that for the record. I know that’s an initiative that we’re 
looking at across the country to ensure that we’re expanding hours 
where it’s viable. 

Mr. Johnson. Yeah. The 

Mr. Neary. Mr. Chairman, if I could add, the fact that our lease 
is expiring and we don’t have the authority to be in the building 
does impact the concept of expanded hours. As Ms. Fate said, many 
VA facilities are using expanding hours to accommodate workload, 
but in this case, we need to find another facility or a new lease to 
function. 

Mr. Johnson. Aren’t you already — isn’t that facility already on 
a succeeding lease? 

Mr. Neary. We’re on a 

Mr. Johnson. From the original? 

Mr. Neary. We are on a succeeding lease, to permit us to con- 
tinue in operation while the new space is acquired, yes, sir. 

Mr. Johnson. Okay. I’ll yield to my colleague, Mr. Barrow. 

Mr. Barrow. Thank you, Mr. Chairman. 

Just to sum up, if I understand today’s testimony, that Charles- 
ton initiated a request for an expansion of the Savannah CBOC be- 
yond what had been previously authorized by Congress, correct? 

Mr. Neary. That is correct, sir. 

Mr. Barrow. There is no formal process for coming to Congress 
to request an increase in the authorization. If I understand what 
happens, the VA decides whether or not to grant Charleston’s re- 
quest based on the resources that are already otherwise available 
to the VA without coming to Congress to ask for an increase in con- 
gressional authority; is that correct? 

Mr. Neary. We are required to come to the Congress and notify 
the Veterans’ Affairs Committees of our intent to expand if that ex- 
pansion is greater than 10 percent of what was authorized. 

Mr. Barrow. And did that happen in this case? 

Mr. Neary. That has not happened yet. We’re in the process of 
preparing to do that, and would intend to do that once we’ve re- 
solved the issue associated with the erroneous appraisal. 

Mr. Barrow. And as has been previously established, because of 
the timing of this, it is possible for resources to be lost if the au- 
thorization isn’t granted? 

Mr. Neary. I’m sorry, if the authorization were not granted? 

Mr. Barrow. Yes, sir. 

Mr. Neary. If we were to make a decision to walk away from this 
site, we would lose the resources that we’ve committed and acquire 
in the purchase option — the transferrable purchase option. 

Mr. Barrow. Likewise, if Congress decided not to authorize the 
expansion by the time y’all finally come back to ask for it, then 
that’s another way in which y’all would walk away from it because 
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Congress wouldn’t authorize it. Nonetheless, it would be a loss in- 
curred along the way. 

Mr. N eary. That’s a possibility. 

Mr. Barrow. Okay. All right. You can agree, can you not, that 
there’s a greater need for enhanced communication between the VA 
when its acting at the initiative of one of its medical facilities, and 
the body that represents the taxpayers, trying to make sure that 
all the resources are being allocated on a fair and equitable basis 
and reach as many people as possible, and with a minimum poten- 
tial for loss along the way. You’ll agree with that, won’t you? 

Mr. Neary. I can agree with that, sir, yes. 

Mr. Barrow. Okay. Well, I hope we can achieve that. Thank you 
very much. 

Mr. Johnson. I thank the gentleman for yielding back. I want 
to go back to the fact that you’re on a succeeding lease now, and 
I think if I understood you and you correct me if I’m wrong, you 
stated that expanding the current facility is not an option? 

Mr. Neary. We believe that to be the case, yes, sir. 

Mr. Johnson. How do you know that? Have you asked the cur- 
rent lessor whether they can expand that facility? 

Mr. Neary. We did, and as I understand it, members of my staff 
met with the current lessor and their technical advisors, and they 
were — in that discussion, the lessors’ advisers discussed the dif- 
ficulties and I’m told, stated that that building could not be mod- 
ernized to meet VA’s current requirement. 

Mr. Johnson. Interesting. That’s what the lessor said, that it 
could not be modified to meet the current requirement? 

Mr. Neary. It’s my understanding the lessors’ advisers, not nec- 
essarily the lessor. 

Mr. Johnson. Because that’s contrary to the information that 
we’ve got. And see that again, if I look at the — that’s the kind of 
information that I would expect to find in a cost benefit analysis, 
Mr. Neary. But if I read your cost benefit analysis, I don’t see an 
alternative of expansion to the current lease facility in your cost 
benefit analysis. That’s one of the many things about this that 
causes me concern. 

Let’s move to the appraisal process. Who is at fault for the initial 
contract with the uncertified unqualified appraiser for the Savan- 
nah site? 

Mr. Neary. The appraisal company that performed the appraisal 
and the individual that performed the appraisal is certified, and 
appropriately licensed, notwithstanding that, they made an error in 
conducting that appraisal. 

Mr. Johnson. The initial appraiser? 

Mr. Neary. The initial — the appraisal that had the error in it 
that the Committee identified for us, yes, sir. 

Mr. Johnson. The initial appraiser for the — you’re saying was 
performed by a qualified certified appraiser? 

Mr. Neary. Yes, sir. 

Mr. Johnson. Okay. That’s your testimony? 

Mr. Neary. Sir, obviously if the Committee has 

Mr. Johnson. That’s contrary to what we’re finding. 

How much did that initial appraisal cost, and how much was the 
appraiser paid? 
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Mr. Neary. Sir, we’ll have to find out and provide that for the 
record. 

Mr. Johnson. Please. Okay. Well, seeing that there are no fur- 
ther questions, I have no further questions. 

I want to thank the panel for being here today, and you are now 
excused. 

The issues discussed here today were yet another example of this 
Committee’s efforts to reach out to the VA with founded concerns 
in an attempt to quickly and easily resolve them. 

The dismissive response from VA Congressional Affairs makes it 
appear that the VA does not desire a cooperative relationship in 
solving these problems. Now, I heard my colleague as the question, 
could communication be improved, your response was yes. 

I too hope that we could get to that point, and I hope that we 
can move forward together to solve these problems and others. 

I want to again mention that today’s hearing topic is not limited 
to Savannah. We know these actions are occurring in other loca- 
tions, and today’s discussion is a case study of this national issue. 

With that, I ask unanimous consent that all members have five 
legislative days to revise and extend their remarks and include ex- 
traneous material. 

Without objection so ordered. 

I want to thank all members and witnesses for their participa- 
tion in today’s hearing and business meeting. This hearing is now 
adjourned. 

[Whereupon, at 1:00 p.m. the Subcommittee was adjourned.] 
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Prepared Statement of Hon. Bill Johnson, Chairman 

Good morning. This hearing will come to order. 

I want to welcome everyone to today’s hearing on the VA’S Dubious Contracting 
Practices: Savannah. 

As this Subcommittee made clear to the VA in its invitation to this hearing, we 
are examining the proposed clinic in Savannah as a case study for the rest of the 
country. We have evidence of similar dubious practices taking place at other loca- 
tions, and our intent is to have the VA fix the problems and conduct necessary over- 
sight at all of its construction sites. 

The problematic practices referred to in today’s hearing title have to do with the 
VA exceeding the size and scope of requested authorizations, conducting haphazard 
due diligence, and not being forthcoming about its actions to Congress. 

In fact, this Subcommittee contacted the VA last year with several specific con- 
cerns about this site in Savannah with the hopes of helping the VA conduct better 
business. The response was disheartening: despite the specific concerns cited, the 
VA dismissed the Subcommittee’s efforts to reach out and work together, instead 
giving a cursory response. 

When the VA selects a site, such as Savannah, and requests a specific authoriza- 
tion from this Committee, it is reasonable to expect that the VA intends to move 
forward toward those goals. As is the case with Savannah and many other sites 
around the country, the VA’s actions have not matched its words. 

In its Fiscal Year 2013 budget request, the VA claims to use “the best infrastruc- 
ture planning practices from both the private and public sectors to integrate all cap- 
ital investment planning . . . ” It is my hope that today’s discussion elaborates on 
those best practices the VA says it uses as well as best practices that it declines 
to use. 

The VA’s Fiscal Year 2009 budget request includes an authorization request of 
over three million dollars for expansion of its Savannah CBOC with an annual rent 
of over a million dollars. The Fiscal Year 2013 request includes the same authoriza- 
tion amount and the same net usable square feet for what the VA refers to as a 
“satellite outpatient clinic.” On the surface, things appear to be the same. 

However, in 2009, the VA issued a request for a proposal for nine to twelve acres 
in Savannah that could accommodate constructing an outpatient clinic. The dif- 
ference between what the VA had proposed to Congress less than a year earlier and 
what it was moving forward with in the community was significant. Among the al- 
ternatives submitted in its fiscal year 2009 budget submission to Congress, the VA 
stated that constructing an outpatient clinic “burdens VA with additional owned in- 
frastructure.” Conversely, a November 2010 letter from Glenn Haggstrom, the VA’s 
Executive Director for Acquisition, Logistics, and Construction, can’t say enough 
good things about the VA building new construction. 

Notwithstanding the lack of communication with Congress, the VA also stumbled 
through its acquisition process, using an incomplete and careless appraisal process 
that according to many involved in commercial real estate lacks common sense. To 
veterans, taxpayers, and Congress, the resulting concern is that the VA is failing 
to get the best value. 

Based off the original FY 2009 budget request, the “expanded” Savannah clinic 
would be occupied in June 2011. In the most recent budget request submitted just 
a few weeks ago, the status is listed as ‘acquisition process initiated.’ As I men- 
tioned earlier, this is not an isolated incident, and the veterans in need of services 
are the ones being harmed by delays, cost overruns, and failure to thoroughly ana- 
lyze costs and benefits associated with every alternative. 

I look forward to an honest discussion today on the VA’s methodology, including 
mistakes and missteps. I further hope to hear solutions that can bring veterans in 
Savannah and throughout the country a timely delivery of health care services at 
the best value. 
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I now recognize the Ranking Member for an opening statement. 

I would now like to welcome the panel to the witness table. On this panel, we 
will hear from Robert Neary, Acting Executive Director of the Office of Construction 
and Facilities Management at the Department of Veterans Affairs. He is accom- 
panied by George Szwarcman, Director of Real Property Services at the Department 
of Veterans Affairs, and Brandi Fate, Director of Capital Asset Management and 
Support in the Veterans Health Administration. 

Our thanks to the panel. You are now excused. 

The issues discussed today were yet another example of this Committee’s efforts 
to reach out to the VA with founded concerns in an attempt to quickly and easily 
resolve them. The dismissive response from VA Congressional Affairs makes it ap- 
pear that the VA does not desire a cooperative relationship in solving problems. I 
hope this is not the case, and that we can move forward together to solve these 
problems and others. 

I want to again mention that today’s hearing topic is not limited to Savannah. 
We know these actions are occurring in other locations, and today’s discussion is a 
case study of this national issue. 

With that, I ask unanimous consent that all members have five legislative days 
to revise and extend their remarks and include extraneous material. 

Without objection so ordered. 

I want to thank all members and witnesses for their participation in today’s hear- 
ing. 

This hearing is now adjourned. 


Prepared Statement of Hon. Joe Donnelly, 

Ranking Democratic Member 

Today’s hearing will explore, in detail, issues surrounding the major medical facil- 
ity lease for expanding the community-based outpatient clinic in Savannah, Georgia. 
By closely looking at one such facility, we will also get a clear picture of how this 
vital program is currently operating. 

Beginning with last year’s budget submission, the VA’s construction and leasing 
decisions are made under the VA’s Strategic Capital Investment Planning (SCIP) 
process. Lease projects are an important component of the VA’s effort to modernize 
its health care delivery system and provide greater access to our veterans. Because 
of its importance for the provision of quality health care, it is essential that the 
lease process be as quick, fair, and transparent as possible. This includes keeping 
Congress informed of important decisions and making sure that taxpayer dollars are 
spent as wisely as possible. 

The VA sought congressional authorization for the Savannah, Georgia clinic ex- 
pansion in its FY 2009 budget submission. This authority, for a clinic with 38,900 
net usable square feet at a cost of $3.2 million, was provided in October, 2008. 
Sometime after this authorization, the VA expanded the project by over 45 percent, 
and is now seeking to lease a clinic with a maximum net usable square footage of 
55,193. The VA has not notified Congress or sought additional authorization for this 
expansion. In addition, although this project was authorized in 2008, construction 
is just now going forward. 

The clinic in Savannah is not the only project which the VA has expanded after 
seeking authorization. Projects in Atlanta, Georgia, Eugene, Oregon, Fayetteville, 
North Carolina, Grand Rapids, Michigan, Green Bay, Wisconsin, and Greenville, 
North Carolina are all slated to be substantially larger than authorized by Con- 
gress. 

In addition to exploring how and why VA feels it has the authority to move for- 
ward on projects with a larger scope than authorized, I am hopeful that we will get 
a better idea as to why these projects take so many years to complete from initial 
authorization to the doors being opened to serve veterans. 

I look forward to hearing from our witnesses and getting a better understanding 
how the lease program operates, as well as exploring possible changes to the pro- 
gram that may be necessary to ensure that VA and Congress are working together 
and that the process from identifying leasing opportunities up to the ribbon-cutting 
ceremonies is fair, fast, and economical. 
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Prepared Statement of Robert L Neary 

Chairman Johnson, Ranking Member Donnelly and Members of the Sub- 
committee, I appreciate the opportunity to testify on the Department of Veterans 
Affairs (VA) contracting practices for leasing and specifically on the Savannah, 
Georgia, Outpatient Clinic (OPC) lease procurement as a case study. My testimony 
will outline the lease process/procurement used by VA as well as address the rea- 
sons for the changes required in the procurement of space for the Savannah OPC. 

Savannah Appraisal 

I would like to update information VA previously provided to the Committee. 

In response to a series of questions from the Subcommittee in December 2011, VA 
provided an incorrect appraisal for the targeted relocated Savannah Outpatient 
Clinic site. Instead of referencing a 46.85 acre site, VA inadvertently referenced a 
16.85 acre location. The appraiser failed to identify that the deed of sale and the 
tax records did not reflect the same information. 

Since learning of the discrepancy, VA immediately requested a revised appraisal 
and provided an update to the Subcommittee on March 2, 2012, acknowledging the 
error. VA is contracting for another certified appraiser to review the initial ap- 
praisal, and provide a determination regarding fair market value of VA’s preferred 
site as of Spring, 2010. Finally, VA is also obtaining a new appraisal that reflects 
the current land value of the site. VA will review all the appraisal reports con- 
cerning the targeted parcel in Savannah in order to determine what appropriate cor- 
rective action may be warranted. 

I want to emphasize that VA only uses appraisers who maintain appropriate li- 
censure and accreditation, in addition to adherence to the Uniform Appraisal Stand- 
ards for Federal Land Acquisitions, which is standard operating procedure. 

I would like to apologize to the Committee for the delay in uncovering the facts 
and provide assurance that responses to future inquiries will be more thoroughly 
investigated. 

General Leasing Information 

Acquisition of space through lease is an important component to ensure that VA 
has adequate health care facilities to serve our Nation’s Veterans. VA currently 
leases approximately 13.4 million square feet in support of the health care system. 

Beginning with the fiscal year (FY) 2012 budget cycle, decisions on whether to 
move forward with a lease project are an outcome of VA’s Strategic Capital Invest- 
ment Planning (SCIP) process. When analyzing lease projects, SCIP considers sev- 
eral factors, including facility and access requirements, availability of existing facili- 
ties and space, safety and security needs, and cost. Lease project submissions in- 
clude the completion of an Office and Management and Budget (OMB) exhibit 300, 
in accordance with OMB Circular A— 11, Part 7. The OMB-300 includes a cost ben- 
efit analysis of potential solutions, including evaluation of maintaining the status 
quo, constructing new space, and leasing. The information enables VA to determine 
how to best use available resources for capital investments. 

There are specific approval thresholds for the acquisition of SCIP-approved facili- 
ties through lease. A lease with an annual rent over $1,000,000 requires specific 
congressional authorization under 38 U.S.C. § 8104(a)2. Smaller leases, with an an- 
nual rent between $300,000 and $1,000,000, require approval by the Secretary of 
Veterans Affairs. Leases exceeding 10,000 square feet with annual rent under 
$300,000 require approval by the Executive Director, Office of Construction and Fa- 
cilities Management. Leases that are less than 10,000 square feet, under $300,000 
in annual rent, and a 10 year term or less, are delegated to the Veterans Integrated 
Services Networks for approval. 

The lease acquisition process is typically conducted as a best value competition, 
and is always in accordance with the Competition in Contracting Act, the General 
Services Administration Acquisition Regulation, and other applicable laws and exec- 
utive orders. The best value process awards projects to the contractor that best 
meets a combination of price and technical qualifications. Technical qualification cri- 
teria are identified in the Solicitation for Offers (SFO), and are evaluated by a team 
of qualified professionals, including architects and engineers. The price component 
of an offer is also evaluated by qualified professionals, including technical and con- 
tacting staff. This method results in performance-based accountability, as well as a 
full and fair competition. 

For large leases, VA prefers to use a two-step process for obtaining a built-to-suit 
lease-based medical facility. Step one is obtaining an assignable option to purchase 
a suitable site, and step two is competitively procuring a developer. Step one is initi- 
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ated by VA determining a delineated geographic area and issuing an advertisement 
for sites. The preferred site is competitively selected by a market survey team com- 
posed of VA employees with experience in various disciplines such as real property, 
engineering, environmental issues, and clinical or program management. The mar- 
ket survey team uses a standard set of criteria that includes an array of factors 
such as evaluation of the surrounding area, accessibility, availability of utilities and 
amenities, and the natural conditions of the site. 

As part of step one, VA is also required to conduct certain due diligence activities 
in the areas of real estate, including a title report, survey, geotechnical survey and 
appraisal; and comply with the National Environmental Policy Act (NEPA), the 
Comprehensive Environmental Response, Compensation, and Liability Act 
(CERCLA); and Section 106 of the National Historic Preservation Act (NHPA). Dur- 
ing this stage, VA also conducts negotiations with the landowners, based on the ap- 
praised determination of fair market value, in order to reach a purchase price. Once 
a price is agreed upon, VA and the landowner execute an assignable option to pur- 
chase the site. This option is later assigned from VA to the developer selected in 
step two. When all of the due diligence requirements are satisfied, the assignable 
option and all due diligence documentation become part of the SFO package in step 
two. 

Step two is the competitive procurement seeking a developer to purchase the land 
identified in step one, and build the facility to VA specifications. Wide competition 
is sought during the procurement process to ensure reasonable rental rates. VA 
works with an Architectural/Engineering firm and the local VA users to determine 
the specific technical requirements of the clinic. These requirements are made avail- 
able to the potential offerors in the SFO. The offerors are typically allotted 45 days 
to submit their offers to VA. Once the offers are received, VA establishes a Tech- 
nical Evaluation Board (TEB), which evaluates each offer by a set of pre-determined 
criteria. VA also conducts a price evaluation. Based on these evaluations, VA estab- 
lishes a competitive range of offerors, negotiates with the offerors within the range, 
and requests Final Proposal Revisions from those offerors. The TEB is then recon- 
vened to review any new technical data before the Contracting Officer determines 
which offer presents the best value to the government. The lease is then processed 
for award. 

Savannah OPC Information 

The current lease of 34,760 square feet for the Savannah OPC was activated in 
September 1991. Because the existing lease was due to expire in 2011, and due to 
the growing demand for health care services, VA determined that a new lease for 
the Savannah OPC was required. Current lease action for the Savannah OPC began 
at that time, and preceded use of the SCIP process. The original lease expired in 
2011; however, VA continues to occupy this space through a succeeding lease exe- 
cuted in July 2011. This was necessary to maintain operations until a new space 
is procured and activated. 

In FY 2009, Congress authorized $3,168,000 for a new 38,900 square feet OPC 
in Savannah, Georgia. The $3,168,000 includes $1,029,000 for the first year’s rent, 
plus a one-time lump sum payment of $2,139,000 for special purpose medically-re- 
lated improvements. 

The original requirement called for 38,900 square feet of space for the Savannah 
OPC. However, in 2009, the Charleston VA Medical Center, Savannah’s parent facil- 
ity, raised its request to 55,000 square feet, based on an increased projection in 
workload, the need for enhanced mental health services, the addition of optometry, 
audiology, and radiology services, new physical security requirements, and the need 
to support and implement VA’s new Patient Aligned Care Teams (PACT) initiative 
at all sites. This updated scope was based on an evaluation of current workload data 
and seems to be a reasonable solution to provided needed medical care to Veterans 
in the Savannah area. The updated scope is reflected in VA’s current SFO. 

PACT provides accessible, coordinated, comprehensive, patient-centered care, and 
is managed by primary care providers with the active involvement of other clinical 
and non-clinical staff. PACT allows patients to have a more active role in their 
health care and is anticipated to be associated with increased quality and patient 
satisfaction, and may lead to a decrease in hospital costs due to fewer hospital visits 
and readmissions. It also calls for the delivery of a full complement of mental health 
services, such as compensated work therapy and mental health intensive care man- 
agement. 

VA received proposals in November 2011, based on the updated space require- 
ments. The current market-based pricing indicates a cost that exceeds by more than 
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10 percent, the amount authorized by Congress in FY 2009. Accordingly, per 38 
U.S.C. 

§ 8104(c), VA must now submit a notice to the Committees on Veterans’ Affairs 
of VA’s intent to proceed with the lease contract. VA is in the process of finalizing 
the notice, and intends to award a lease contract. In addition to the increase in size, 
the increase in rent takes into account VA’s increased environmental sustainability 
and physical security requirements, which were updated since the preparation of 
the original authorization request. Barring any unforeseen circumstances, VA ex- 
pects to award this lease in June 2012, complete construction in June 2014, and ac- 
tivate for service shortly thereafter. 

In closing, we look forward to the completion of the facility and to providing care 
to Veterans in Savannah, Georgia. 

I look forward to answering any questions the Committee has regarding the Sa- 
vannah CBOC expansion. 
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MATERIAL SUBMITTED FOR THE RECORD 

Post-hearing Questions and Responses for the Record: 

Hon. Bill Johnson, Chairman, Subcommittee on Oversight and 
Investigations, Committee on Veterans’ Affairs, to 

Hon. Eric K. Shinseki, Secretary, U.S. Department of Veterans Affairs 

March 16, 2012 

The Honorable Eric K. Shinseki 
Secretary 

U.S. Department of Veterans Affairs 
810 Vermont Avenue, NW 
Washington, DC 20420 

Dear Mr. Secretary: 

I request your response to the enclosed questions for the record I am submitting 
in reference to the Oversight and Investigations Subcommittee hearing entitled 
“VA’s Dubious Contracting Practices: Savannah” that took place on March 9, 2012. 
I would appreciate if you could answer the enclosed hearing questions by the close 
of business on April 27, 2012. 

In an effort to reduce printing costs, the Committee on Veterans’ Affairs, in co- 
operation with the Joint Committee on Printing, is implementing some formatting 
changes for materials for all full Committee and Subcommittee hearings. Therefore, 
it would be appreciated if you could provide your answers consecutively and single- 
spaced. In addition, please restate the question in its entirety before the answer. 

Due to the delay in receiving mail, please provide your response to Bernadine 
Dotson at Bernadine.dotson@mail.house.gov. If you have any questions, please call 
Eric Hannel, Majority Staff Director of the Oversight & Investigations Sub- 
committee, at 202-225-3527. 

Sincerely, 

Bill Johnson 
Chairman 

Subcommittee on Oversight & Investigations 

BJ/rm 

1. Based on Lease proposals currently being evaluated for award in Savannah, 
what is the fee that the Lessors will be required to pay to Public Properties, 
L.L.C., for the proposed new Savannah Clinic? 

2. Including a reasonable return on capital and financing costs, how much of the 
total lease costs to be paid by VA will be to compensate the Lessor for pay- 
ment of the Lease Acquisition Fee? For that sum, how many additional VA 
Contracting Officers could be employed to provide the same service? 

3. If VA followed the Congressional Authorization Limits for the Savannah Clin- 
ic, negotiated directly with the existing Lessor for expansion of existing space 
and adhered to the Lease Cost budget approved by Congress, how much 
would the lease acquisition fee potentially paid to Public Properties, L.L.C., 
be? 

4. Why isn’t VA expanding the current Savannah, GA, clinic’s hours to more ef- 
fectually use the existing capital investment, like the private sector does, be- 
fore making new capital investments? 

5. What were the 2011 use statistics in Savannah or clinic stops? VA projected 
current use would increase 85 percent in 10 years — how much has it in- 
creased in 6 years? What does VA project impact on Service needs in Savan- 
nah will be when the new 23,348 square-foot clinic in Hinesville, GA, is com- 
pleted? 

6. What are the demographic statistics for Hinesville, GA, and Savannah, GA? 

7. What is the updated demographic data VA used to go from building a 70,600 
square-foot facility up to a 161,525 square-foot facility in Green Bay, Wis- 
consin? 

8. How does the new proposed site in Savannah’s accessibility to public trans- 
portation compare to the existing site’s accessibility? 

9. An expansion of the Savannah clinic was authorized in fiscal year 2009, the 
current facility’s lease expired in 2011, and VA is now on a succeeding lease. 
When does VA anticipate a veteran will be able to step foot inside a new Sa- 
vannah clinic? 
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10. Will VA recover the costs for the initial unqualified appraisal? If so, from 
whom? 

11. Did the unqualified appraiser break the law? 


U.S. Department of Veterans Affairs Responses, August 9, 2012 
Questions for the Record Submitted by 
Chairman Bill Johnson 

Subcommittee on Oversight and Investigations 
House Committte on Veterans’ Affairs 
“VA’s Dubious Contracting Practices: Savannah” 

March 9, 2012 

Question 1: Based on Lease proposals currently being evaluated for 
award in Savannah, what is the fee that the Lessors will be required to pay 
to Public Properties, L.L.C., for the proposed new Savannah Clinic? 

VA Response: The broker will obtain a commission of 2 percent of the total con- 
tract value over the lease term. The actual fee will be based on the cost of the lease, 
as proposed by the successful offeror. 

Question 2: Including a reasonable return on capital and financing costs, 
how much of the total lease costs to be paid by VA will be to compensate 
the Lessor for payment of the Lease Acquisition Fee? For that sum, how 
many additional VA Contracting Officers could be employed to provide the 
same service? 

VA Response: The brokerage commission earned by commercial firms under a 
VA indefinite delivery/indefinite quantity (IDIQ) contract does not affect the fair 
market value of the lease cost. While all commercial developers, including VA’s les- 
sor, include project soft costs and broker commissions into the total project cost, VA 
will only pay the fair market value rental rate to the successful offeror that is based 
on the competitive offers and independently verified by an appraisal prior to con- 
tract award. Specifically, the cost VA is paying on a per square foot basis, regardless 
of the costs incurred by the lessor, will be confirmed as reasonable and supported 
within the commercial real estate market prior to award. VA commissions an ap- 
praisal to confirm the rental stream is fair and reasonable prior to award, as well 
as performing an internal verification to ensure the rental rate is reasonable and 
supported by the market pricing, in consideration of the local market values, the 
size and complexity of a major medical facility, and VA’s specific physical security 
and sustainability standards. 

Regardless of the composition of each individual lessor’s individual financing, prof- 
it-margins and sub-contractor agreements, VA will not award to a lessor whose rent- 
al rate exceeds market value. 

It is important to note that the broker commission in the Savannah area averages 
6 percent as the industry standard and is typically split between the listing and pro- 
curement brokers. The broker commission is inherently built into the market value 
of properties within the commercial real estate market. VA negotiates each percent- 
age on a project by project basis with the selected IDIQ firm, and under VA’s con- 
tract with the IDIQ brokers, in no event will the commission authorized by VA ex- 
ceed 3 percent, regardless if the market conditions in the private sector would sup- 
port a higher rate. In this case VA negotiated a rate of 2 percent with the selected 
IDIQ contract broker. 

Question 3: If VA followed the Congressional Authorization Limits for the 
Savannah Clinic, negotiated directly with the existing Lessor for expansion 
of existing space and adhered to the Lease Cost budget approved by Con- 
gress, how much would the lease acquisition fee potentially paid to Public 
Properties, L.L.C., be? 

VA Response: VA does not have the option of negotiating directly with the cur- 
rent lessor without conducting a full and open competitive procurement. 

At the time VA requested congressional authorization, the 20-year term of the 
current lease was set to expire in April 2011. In a lease-procurement, VA’s authority 
is limited to 20 years, and after that period VA must conduct another procurement 
to obtain leased space. As a result, VA initiated a full and open competitive procure- 
ment in accordance with the Competition in Contracting Act (CICA), in order to 
align delivery of new space needs and requirements to support the modern delivery 
of health care services within limitations of its statutory leasing authority. 
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In 2009, prior to seeking solicitations for a new lease procurement, VA determined 
that a clinic of over 50,000 net usable square feet would be required in order to 
meet the needs of the Veteran patient population within the catchment area. Pursu- 
ant to the CICA, 40 U.S.C. §§3301, et seq., VA, as a Federal agency, is required 
to obtain full and open competition through the use of competitive procedures that 
are best suited under the circumstances of the procurement. (41 U.S.C. § 3301(a)). 
VA determined that there was extremely limited competition for existing space 
within the catchment area for a large medical facility. A build-to-suit facility would 
fulfill Federal contracting requirements to allow for sufficient competition as well 
as provide Veteran patients with a modern health care facility, assist VA staff in 
providing patients a high quality of health care, as well as meet various Federal 
sustainability and physical security requirements. VA also met with the existing 
clinic lessor and his representatives, and the lessor’s representative stated that the 
existing facility would require significant infrastructure upgrades to meet current 
physical security and sustainability requirements (i.e., significant upgrades and re- 
placement of plumbing, mechanical, electrical, and structural elements). 

In light of Federal contracting requirements, the expiration of the 20-year lease 
contract, higher modern standards for VA facilities regarding sustainability and 
physical security, and the growing needs of the Veteran patient population, directly 
negotiating with the lessor to expand in place was not a viable option. 

Question 4: Why isn’t VA expanding the current Savannah, GA, clinic’s 
hours to more effectually use the existing capital investment, like the pri- 
vate sector does, before making new capital investments? 

VA Response: Charleston VA Medical Center (VAMC) has previously explored al- 
ternative hours of operation (i.e., extended hours during the week and weekend op- 
erations) and Veterans’ responses have been mixed. A recent survey of 432 Veterans 
who receive care at the Charleston VAMC, and its outlying clinics found that 52 
percent would not be interested in coming in for care during extended hours or on 
weekends. Of the 48 percent who were in favor, 36 percent had no preference and 
only 8 percent and 4 percent, respectively identified weekends and evenings as pref- 
erences. 

Question 5: What were the 2011 use statistics in Savannah or clinic stops? 
VA projected current use would increase 85 percent in 10 years — how much 
has it increased in 6 years? What does VA project impact on Service needs 
in Savannah will be when the new 23,348 square-foot clinic in Hinesville, 


GA, is completed? 




VA Response: 1 




Savannah 

Outpatient Clinic 

FY 2006 

FY 2011 

Variance 

Visits 

50,754 

74,130 

+ 23,376 (46%) 

Unique Veterans 

8,173 

11,026 

+ 2,853 (35%) 

Savannah 

Outpatient Clinic 

FY 2012— thru 

March (2nd Q) 

6-year average 
growth rate 

Preliminary End- 
of-Year FY 2012 
Projection 

Visits 

38,493 

8% 

80,060 

Unique Veterans 

8,708 

6% 

11,688 


At present, the Hinesville lease is projected to activate before the replacement Sa- 
vannah lease. Award for Hinesville is projected to be August 2012 with activation 
averaging 18-24 months thereafter. Award for Savannah is still pending. Veterans 
Integrated Service Network (VISN) 7 and Charleston VAMC discussed projected mi- 
gration and reassignment of Veterans from the Hinesville and Savannah sur- 
rounding counties in developing the space plans for both leases. 

The temporary clinic in Hinesville has already realized migration of Veterans 
from other sites of care including the Brunswick Community-Based Outpatient Clin- 
ic (CBOC) and the Dublin VAMC. The Hinesville CBOC is also projected to increase 
collaboration with nearby Fort Stewart/Winn Army Hospital for VA and Department 
of Defense (DoD) sharing activities. Data is based on fiscal year (FY) 2012 (thru 2nd 
Quarter) workload obtained from VISN Support Service Center. 


Data Source: VISN Support Service Center 
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Question 6: What are the demographic statistics for Hinesville, GA, and 
Savannah, GA? 

VA Response: Hinesville — The temporary CBOC was activated in July 2011 and 
will remain open until the permanent CBOC is activated. The workload for FY 2011 
was approximately 1,200 visits, and the workload for FY 2012 (through 7/23/2012) 
is approximately 4,029 visits with 1,304 unique Veterans. 

Clinical services at the temporary clinic include primary care and tele-mental 
health. These services will be expanded at the permanent CBOC to include optom- 
etry, general radiology, women’s health, Operation Enduring Freedom/Operation 
Iraqi Freedom/Operation New Dawn (OEF/OIF/OND), and very select outpatient 
specialty care. 

This CBOC is located in direct proximity to Ft. Stewart/Winn Army Hospital and 
expanded VA/DoD collaboration and resource sharing is expected. A resource shar- 
ing agreement for telehealth was activated effective 2/3/2012 and allows Army Pro- 
viders to focus more attention to Medical Hold cases. Further expansion of mental 
health and telehealth services will be discussed closer to activation of the expanded 
Hinesville CBOC. 

Workload Factors Justifying Scope Revision 

The scope of the CBOC Business Plan was revised based on several workload fac- 
tors. The original CBOC Business Plan identified a projected annual workload of 
20,029 visits (primary care and mental health only). The latest revised workload 
projections (including migration from other existing VA sites of care) identified 
32,625 annual visits — an increase of 12,596 (63 percent increase). 

• 11 percent increase in primary care 

• 55 percent increase in mental health 

• expanding radiology services (ultrasound and bone density) 

• adding select specialty services not in original Business Plan 

There are currently 145 women Veterans treated in Hinesville. Local projections 
identify a continued 8-10 percent annual projected increase in women Veterans. 

Revised projections were based on a maximum capacity of 7,200 unique primary 
care patients: 

Resulting Changes in Space Plan 

The original space plan concept was 10,000 net usable square feet (NUSF). Due 
to future projected workload increases, Charleston VAMC did not want to activate 
an undersized clinic. Therefore, a revised space plan was submitted and approved 
for approximately 23,348 NUSF. The revised space plan will include a separate 
team for women’s health and OEF/OIF/OND Veterans. 

Savannah — the original lease was activated in 1991. The 2008 prospectus identi- 
fied 39,196 NUSF in a new lease. The Charleston VAMC requested and received ap- 
proval to increase the NUSF to 51,040 in 2009. The current design is at 55,193 
NUSF, which is within the previously utilized agency reapproval threshold of 10 
percent. 

Workload Factors Justifying Scope Revision 

The original workload from 2007 identified future projected workload of 55,465 
visits. 

Revised workload projections from 2008 identified an increase in total visits to 
76,571 visits (increase of 38 percent). 

The current workload figures used a total of approximately 72,160 visits. This in- 
cludes factoring in estimates for migration of Veterans to Hinesville. 

Future projections for the Savannah catchment area (2010 compared to 2030. Pro- 
jections based on data obtained from ProClarity). ProClarity is a database identi- 
fying the latest VA Enrollee Health Care Projection Model for future utilization, en- 
rollee, and veteran population projections. 

• 20 percent decline in Veteran population 

• 32 percent increase in enrollees 

• 24 percent increase in market penetration 

There are currently 1,440 women Veterans followed in Savannah. Local projec- 
tions identify a continued 8-10 percent annual projected increase in women Vet- 
erans. 
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Resulting Changes in Space Plan 

The original space plan identified 39,199 NUSF. Approval to increase space due 
to workload was received in 2009, and the revised space plan total was 51,040 
NUSF. 

Current space plan identifies 53,506 NUSF which is within the 10 percent limit. 
Largest clinical increases were in: 

• Mental Health— 2,850 NUSF 

• Specialty Care— 5,107 NUSF 

• Radiology — 1,307 NUSF 

The rationale behind increasing select specialty care services was to meet increas- 
ing workload, and also to help decompress specialty care at Charleston VAMC. Se- 
lect expansion includes: 

• Mental Health — full benefit package for mental health services (required for 
sites of care with over 10,000 unique patients) 

• Audiology 

• Optometry 

• Radiology (including CT Scanner, ultrasound, and bone density) 

There are separate teams for women’s care and OEF/OIF/OND in the current re- 
vised space plan. 

These strategies will have the following positive effects: 

• Decrease drive time to Charleston (approx. 100 miles) for select Veterans; 

• Decrease travel pay for those Veterans who will receive expanded services in 
Savannah; 

• Decrease fee basis expenditures in the Savannah area for select services; and 

• Deliver care closer to the Veteran thus supporting patient centered care leading 
to a positive influence on patient satisfaction. 

Question 7: What is the updated demographics data VA used to go from 
building a 70,600 square-foot facility up to a 161,525 square-foot facility in 
Green Bay, Wisconsin? 

VA Response: Scope Increase Justification 

• 70,600 NUSF facility was authorized by Congress (FY 2009 Appropriation) 

• Projected annual clinic stops: 105,400 

• 107,000 NUSF facility was the result of adding ambulatory surgery 

• 161,525 NUSF facility was the result of a detail analysis of projected work- 
load and added program changes. 

• Projected annual clinic stops: 148,950; this is 25 percent less than actuary data: 
(actuary data projected workload to be 195,035) 

Enrollment Factors that Contributed to Scope Change: 

• OEF/OIF/OND Veterans: 2,000 active patients from Green Bay catchment, 
with an additional 1,500 projected to be enrolled in the next 5 years. Wis- 
consin has a history of high utilization of returning OEF/OIF/OND compared 
to VHA average (65 percent compared to 49 percent); 

• Veterans receiving fee basis care: 2,743 patients from Green Bay catchment 
(no capacity at current CBOCs); 

• Current Cost: $1.9 Million; 

• Projected Priority 8 Utilization increase (2017): 1,300 Veterans (4 percent); 
and 

• Specialty Care Programs including: Home Telehealth; Department of Housing 
and Urban Development/Department of Veterans Affairs Supportive Housing 
(HUD/VASH), tele-medicine; compliance with the Uniform Mental Health 
Services Handbook. 

Workload Factors Affecting the Increased Scope: 

• 62 percent of the increase in scope is due to workload projections. 

• 25 percent of the increase is due to increased ambulatory care workload projec- 
tions. 

• 37 percent of the increase is due to increased specialty care, rehabilitation med- 
icine, and surgical workload projections. 
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• 25 percent of the increase in scope is due to added program changes that in- 
creased the scope: Audiology (2,506 NUSF) for Compensation & Pension 
exams, Pharmacy (4,886 NUSF) requirements for chemotherapy and surgical 
needs, Radiology (5,760 NUSF) for Computerized Tomography (CT), Ultra 
Sound and Mammography. 

• 13 percent of the increase in scope is due to space that is not accounted for 
in the space driver, VA’s estimating space tool: Sterile Processing Service 
(3,065 NUSF) to accommodate surgical and dental reusable medical equip- 
ment requirements; Dialysis and Chemotherapy Infusion (4,000 NUSF) 
carved out of the Ambulatory Care space. 

The Green Bay Outpatient Clinic will serve approximately 20,000 Veterans per 
year and provide primary care, mental health, ambulatory surgery, specialty care 
and diagnostic services. The clinic will be a regional clinic for ambulatory surgery 
and provide a variety of specialty care needs for Veterans traveling from the Iron 
Mountain VAMC to Milwaukee. 

Question 8: How does the new proposed site in Savannah’s accessibility 
to public transportation compare to the existing site’s accessibility? 

VA Response: Chatham County currently provides a bus stop directly in front 
of the current clinic, and has expressed willingness to extend the same service in 
front of a relocated VA clinic at the selected site, upon construction and activation, 
to serve the patient population. 

Question 9: An expansion of the Savannah clinic was authorized in fiscal 
year 2009, the current facility’s lease expired in 2011, and VA is now on a 
succeeding lease. When does VA anticipate a veteran will be able to step 
foot inside a new Savannah clinic? 

VA Response: Based on the existing land option and value, VA had previously 
anticipated awarding the development contract in June 2012, with design and con- 
struction completed in spring 2014, and activation in summer 2014. 

VA has re-entered negotiations with the landowner of the selected site. VA has 
offered to enter into an assignable option for the revised appraised value, and has 
offered the landowner the opportunity to commission his own appraisal of the prop- 
erty by August 15, 2012. If the landowner decides to commission an appraisal, and 
this appraisal shows a higher value than VA’s appraisal, VA and the landowner will 
have the option of mutually selecting a third appraiser, who will review both ap- 
praisals and determine an appropriate valuation of the property. This process, if it 
results in a successful agreement on price, would add approximately 3 months to 
the timeline, potentially pushing activation of the clinic to fall 2014. 

If the landowner refuses to obtain his own appraisal, or VA and the landowner 
are subsequently unable to reach a revised agreement on price for the preferred site, 
VA will cancel the solicitation. VA will then re-advertise and conduct another mar- 
ket survey to consider both land and existing space within the delineated area. VA 
will then select the procurement method that allows for maximum competition. This 
process is anticipated to take a minimum of 12 months, potentially pushing award 
until Summer 2013, and activation of the clinic to Fall 2015. 

Question 10: Will VA recover the costs for the initial unqualified ap- 
praisal? If so, from whom? 

VA Response: VA issued a cure notice to the real estate broker firm that con- 
tracted for this appraisal on March 29, 2012. The broker firm responded to the cure 
to the satisfaction of VA’s Contracting Officer, by providing confirmation that all 
subcontractors in the future will have the requisite qualifications in conformance 
with Federal, and VA, requirements, and provided review appraisals from qualified 
appraisal firms. In the meantime, VA is investigating options available for the re- 
covery of the costs it has incurred as a result of errors committed by VA contractors. 

Question 11: Did the unqualified appraiser break the law? 

VA Response: VA has no direct knowledge of whether the appraiser initially se- 
lected has broken any laws. 
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